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GUINEA-BISSAU ECONOMIC INDICATORS 
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GUINEA-BISSAU: ECONOMIC TRENDS 


SUMMARY: Despite overwhelming economic problems and small size, 
Guinea-Bissau (GB) remains a very ambitious country. This year, 
the first economic development plan should be completed. It is 
hoped that the present lack of coordination in policy and planning 
will be overcome. Foreign trade and the balance of payments will 
continue to show deficits in the foreseeable future as agricultural 
exports, GB's source of foreign currency receipts, are reduced 
through drought, and food imports continue. The cost of oil, 
machinery and parts, and material inputs for industry will con- 
tinue to put severe pressure on the balance of payments as GB 
struggles to establish an import substitution industrial base. 
Exports of timber and fish continue to look promising as the fish- 
ing industry expands and GB begins to conserve its high value tim- 
ber resources through a reforestation program. 


Although agricultural self-sufficiency is the goal and primary pol- 
icy of the Government of Guinea-Bissau (GOGB), problems of infra- 
structure and a present inability to absorb heavy investments in 
the primary sector have caused the GOGB to allocate substantial 
sums to transportation. Significant allocations for the indus- 
trial and commercial sectors demonstrate the GOGB's desire also to 
use this sector as a development catalyst. Most of GB's industry 
is State-owned and heavily subsidized by the GOGB. With very care- 
ful planning, continued investment in the infrastructure, and 
policy coordination, however, the future of GB's industries may 
brighten. 


The potential exploitation of mineral and petroleum reserves could 
also improve GB's economic picture. In the meantime, GB must con- 
tinue to rely on external economic assistance in the form of grants, 
loans, and food. 


NOTE: Statistics in GB are often unreliable, as well as scarce. 


Agriculture 


The GOGB continues to place self-sufficiency in agriculture as its 
top priority. In the future, it hopes that an agricultural surplus 
will provide raw materials for basic industries as well as prove a 
source of foreign exchange. The major food crop and staple of the 
‘Guinea-Bissau diet is rice. It is estimated that 100,000 tons of 

rice per year are required to meet present consumption needs. The 
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1977 drought significantly reduced rice production, forcing the 
GOGB to augment its importation of rice in 1978. Despite a good 
harvest in 1978, drought struck in 1979, again reducing agricul- 
tural production. Although figures for the 1979 harvest are not 
yet available, the GOGB estimates it will have imported 47,000 

tons of rice by the end of 1980, significantly more than the 30,000 
tons import levels of the previous 2 years. Once again, most of 
this rice will be financed or donated by foreign governments. 


The prospect for a recovery in rice production during 1980 is un- 
certain. The rains began late, but if they continue at the normal 
average, an adequate harvest could result. 


Although there have been difficulties in production, groundnuts 
still make up the bulk of GB's exports, averaging 44 percent of 
total export value in 1979. Last year's production figures have 
not been released; however, approximately 11,000 tons of groundnuts 
or groundnut products were exported in 1979. Roughly the same 
amount was exported in 1978, averaging 42 percent of total export 
value for that year, compared with 60.3 percent in 1977. Despite 
GOGB producer price increases (26 percent for groundnuts) in early 
1979, and appeals for increased output, production appears to be 
falling short of the long-term goal of 100,000 tons, some 70,000 
tons of which are earmarked for the Cumeré Agro-Industrial Project 
due to go onstream in 1981. The Cumeré project would be hindered 
sharply if production levels cannot support at least 30 percent of 
the project's output capacity. (See Industry section.) 


In 1979, palm products, the second most important agricultural ex- 
port, were predicted to fall significantly below the 1978 levels in 
volume exported, although the GOGB had increased producer prices 

by 24 percent in an effort to maintain production levels. Since 
both groundnut and palm kernel export unit values have been on the 
rise in the past few years, it was hoped that export value would 
offset any volume decrease. There is no information to support 
these estimates. However, it is suspected that a significant 
amount of palm products are exported illegally, depriving the coun- 
try of legal reserves. 


Total agricultural exports for 1979 earned approximately 316 Guin- 
ean pesos (GP) million (US$9.6 million), or about 66 percent of 
all export earnings. 
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GB plans to diversify its crops both for domestic use and potential 
export. Among crops being developed are sugar, cotton, and tobacco. 
Plans for industries to process these products are already under 
consideration or are in the initial stages. 


In the forestry area, the GOGB is presently negotiating with for- 
eign governments to provide reforestation assistance to insure the 
continued rational exploitation of its excellent timber resources. 
GB's forests comprise 65 percent of national territory (5,806,850 
acres). At present, an estimated 328,100 feet of wood can be 
produced without: disturbing the ecological balance. Last year, 
29,000 tons of wood products were exported at a value of GP 21.7 
Million (US$658,600) or 4.5 percent of total exports. With Swedish 
assistance, the government-owned timber industry is now recovering 
from its financial difficulties. The rising export value of BG's 
precious woods provides bright prospects for the timber industry's 
future. Export of high-priced parquet floors has earned foreign 
exchange, as well as provided jobs in GB's incipient industrial 
sector. 


Fishing 


Despite severe problems with infrastructure and equipment, the 
fishing sector is one of the most promising features of GB's eco- 
nomic picture. The GOGB spent GP 700.8 million or 21.3 percent of 
the 1979 investment budget in the fishing sector. Fish exports, 
mainly shrimp, amounted to GP 135.6 million or 28.3 percent of all 
exports. In 1977, sea products accounted for only 19 percent of 
total exports valued at GP 82 million. 


In its attempts to attain self-sufficiency, the GOGB, with the 
assistance of foreign governments, has invested in artisanal fish- 
ing projects. The first project began in 1977 on the island of 
Bubaque in the Bijagos archipelago. Although there have been prob- 
lems with construction, transportation, and refrigeration equip- 
ment, the project has provided an impetus for similar projects in 
Cacheu and other parts of GB. Approximately 352.3 tons of fish 
have been provided for the local market since startup in November 
1979. 


GB recently extended its territorial waters to 200 miles. A 50- 
mile zone of coastal waters is reserved for artisanal fishing by 
GB nationals. 
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In commercial fishing, GB has limited the number of fishing li- 
censes available, and according to the Fishery Patrol Operation 
Order completed by the National Oceanic and Atmospheric Administra- 
tion (NOAA), will begin patrolling its waters. 


Three commercial fishing enterprises have been established as joint 
ventures in GB. Estrela do Mar, the joint company with the 
U.S.S.R., and SEMAPESCA, the French-GB joint venture, have plans 
for expanding their fleets and their onshore processing and refrig- 
eration systems. GUIALP, the Algerian-Guinean company, has been 
inactive in the past 3 years as Algeria neglected to send tech- 
nicians to maintain its fleet. GB also signed a fishing agreement 
with the European Economic Community (EEC) in February 1980. 


SEMAPESCA, inaugurated in October 1979, operates four boats between 
110 and 130 tons. Four more boats will be added to the fleet this 
year. A small quantity of fish is processed and sold on the local 
market. Most of the fish and practically all of the shrimp are 
exported. SEMAPESCA presently employs 150 people, one-quarter of 
whom are women. 


Estrela do Mar, lacking its own refrigeration system, has been un- 
able to operate at capacity. However, the Soviet Union plans to 
contribute to modernizing the port, making it an important complex 
including ice factories, large capacity refrigeration systems, and 
a fleet repair station. 


The GOGB intends to have all commercial fishing enterprises even- 
tually land their catch for processing in GB. However, due to 
present shortcomings in the infrastructure and lack of parts, GB's 
onshore facilities cannot yet cope with the 100,000 tons taken 
annually from its waters. In the future, as commercial and arti-- 
sanal fishing expands, the GOGB will have to insure that its waters 
are not overfished. Exploitable fish stock estimates range from 
200,000+ per year to 300,000+ per year. Commercial fishing enter- 
prises are already taking 100,000+ per year from GB waters. Ninety 
percent of this catch is fished by Soviet boats at a value of $15 
million. 


Industry 


The industrial sector in GB is extremely small, employing 1,833 
workers in its 188 industries. Lack of industrial skills and a 
small local market, until recently, have discouraged investment in 
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manufacturing. The only manufacturing industry presently exporting 
is SOCTRAM, GB's lumber industry. Most other industrial enter- 
prises are geared towards import substitution. The GOGB is inter- 
ested in expanding its industrial base. It allocated 13.2 percent 
of the 1979 investment budget to the industrial and commercial 
sector, the third largest budget allocation, following fisheries 
and transportation. The GOGB allows a mixture of public, private, 
and mixed firms, with emphasis on State-owned and joint Guinea- 
Bissaun and foreign ventures. The largest manufacturing plant is 
the brewery, Companhia Industrial de Cervejas e Refrigerantes 
(CICER), which operated before independence. 


In 1979, Citroen opened an assembly plant with a capacity of 500 
cars per year. Initially, the plant will supply the local market. 
The Ministry of Commerce and Industry hopes to export to Angola 
and other African nations in the future. Other projects are in 
initial stages such as a sugar refinery with a 10,000 ton capacity 
(enough for domestic supply) and a cotton gin. 


The Cumeré Agro-Industrial Complex, a capital-intensive project 
partially financed by Saudi Arabia, is the most expensive and 
largest of GB's industrial plans. Cumeré is projected to start 
production in early 1981 and will eventually process 50,000 tons 
of rice and 70,000 tons of groundnuts into much needed vegetable 
oil, soap, and animal feed. Cumeré's output is expected to reduce 
the import bill. It is possible, however, that in the short run 
the Cumeré complex may prove over ambitious. Production of both 
rice and groundnuts in 1980 may be too far below the complex's 
capacity to initiate operation. Even if the harvests are suffi- 
cient, severe transportation problems may still limit supply of 
raw materials. 


In another area, GB is considering a modern aluminum industry using 
its bauxite resources. This project is still in the distant future 
and depends upon the feasibility of the Corrubal River Dam as an 
energy source. The United Nations Development Program is presently 
conducting prefeasibility studies. 


The ‘rest of the manufacturing sector consists of a few very small 
plants for brickmaking, prefabricated houses, fruit juices and jams, 
plastics, soft drinks, foam mattresses, and textiles. All of these 
industries suffer from various problems--from shortages of water 
and electricity to lack of trained mechanics and technicians. Most 
of the State-owned enterprises are operating at a loss and are, 
therefore, heavily subsidized. Only the CICER brewery reported a 
profit in 1979. 





Mining, Fuel, and Power 


Guinea-Bissau has not yet begun to exploit its mineral resources. 
As noted earlier, plans are underway for the eventual exploitation 
of bauxite in the Boe region if energy from a dam constructed on 
the Corrubal River proves feasible. 


The GOGB, in conjunction with the French Bureau de Recherches Ge- 
ologiques et Minieres, has been studying phosphate deposits in 
Cacheu and Oio. France will also prospect for minerals in Gabu. 


Guinea-Bissau's almost total dependence on foreign supplies of oil 
have limited its development. The GOGB is counting on the future 
exploitation of offshore oil deposits to relieve this pressing 
Situation. A potential of 150,000 barrels a day has been esti- 
mated for the Boe region. However, sensitive border and terri- 
torial water disputes with both of GB's neighbors, Senegal and 
Guinea-Conakry, must be resolved before exploitation can begin. 
The World Bank has recently offered its help in financing explora- 
tion on the continental shelf and is studying a proposal submitted 
by Atlantic Resources. 


Although studies are underway for a dam on the Corrubal River, CB's 
short-term electrical power resources will continue to be prob- 
lematic. Despite its large untapped hydroelectrical potential and 
a recently approved GP 1.35 billion 7-year electricity development 
program, the GOGB is still investing primarily in thermoelectrical 
power in Bissau as well as other areas. Use of thermoelectric 
power will only aggravate fuel consumption as well as balance-of- 
payments problems. 


Government Budget 


There is no information available for the FY 1980 budget expendi- 
tures, allocations, or revenues. In 1979, expenditures were ap- 
proximately GP 1.47 billion and revenues GP 890 million. The GP 
583.9 million deficit was made up by grants and loans of donor 
countries. Although the distribution of recurrent expenditures in 
1980 has not been disclosed, it can be assumed that defense and 
government administration and services continue to take up the 
lion's share. Tax collection has been improved and tax rates have 
been increased; however, there is little prospect for a recurrent 
budget surplus. 
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The investment budget for 1980 is GP 5.5 billion, compared with 
1979 investments of GP 3.5 billion. The largest allocations in 
that year were for transportation--GP 709.8 million (21.6 percent), 
fisheries--GP 700.8 million (21.3 percent), and industry and com- 
merce--GP 435.3 million (13.2 percent). Agriculture received 6.1 
percent or GP 201.7 million, indicating the realization that trans- 
portation and general infrastructure problems must be solved before 
large investments in agriculture can be absorbed. 


In all, GP 2 billion of the GP 3.3 million 1979 investment budget 
was provided by foreign assistance, 64 percent of which was in the 
form of grants. 


Foreign Trade 


Guinea-Bissau's exports are limited primarily to groundnuts, palm 
kernels, timber, and, most recently, fish and shellfish. Almost 
all manufactured goods, machinery, and fuels have to be imported. 
Whereas before the war of independence it was virtually self- 
sufficient in this area, GB now imports much of its food. 


From 1974 to 1977, GB reduced its import bill significantly, im- 
proving the rate of cover of imports by exports from 8 to 35 per- 
cent during that period. However, the 1977 and 1979 droughts had 
a damaging effect. Rice imports have increased yearly since 1977. 
World inflation and the high price of oil imports continue to com- 
pound GB's economic problems. 


Imports rose from GP 1.2 billion in 1977 to GP 2 billion in 1980. 
On the export side, although the droughts have affected agricul- 
tural production, fish exports have grown steadily. Total exports 
fell slightly in 1978 from GP 428 million to GP 423 million. In 
1979, GP 480 million were earned in exports, lowering the rate of 
imports covering exports slightly from 25 to 23 percent. 


The percentage distribution of imports in 1980 demonstrates the 
country's reliance on the catalysts of development: 


Percentage 


Machines and Spare Parts 30 
Material Inputs of Industry 

Artisanal Industry 21 
Transport 16 
Food Products 14 
Fuels and Lubricants 6 
Other 13 
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The percentage distribution of imports according to region of ori- 
gin is: 


Percentage 


Europe 85 
Portugal 27 
EEC 31 

Asia 4.3 

Africa 4 

United States l. 

Others S. 


2 
5 


Europe received 67 percent of GB's exports. Portugal was the pri- 
mary purchaser (38.1 percent), followed by Spain (20.8 percent). 
Most other European purchases were through the EEC (7.7 percent). 
In Africa, Angola purchased 23.5 percent of GB exports, while 
Senegal, Cape Verde, and Gambia bought the remaining 8.6 percent. 


The trade deficit has continued to climb--GP 1.6 million in 1979 
compared with GP 1.3 million in 1978. There has been a drain on 
foreign currency reserves and now GB faces net external liabili- 
ties. There is little information on external debt; however, in 
1978, the Government estimated its debt service ratio at 15 per- 
cent. 


Implications for the United States 


The situation has changed little since last year. Relations be- 
tween the Government of Guinea-Bissau and the U.S. Government 
remain healthy. U.S. assistance will continue to be helpful in 
the future as there is no end in sight to GB's reliance on foreign 
aid. Investment will be limited until investment codes and tax 
structures are established. 


SOURCES 
Boletim Mensal de Comercio Externo. 
Quarterly Economic Review of Angola, Guinea-Bissau, Cape Verde, 
Sao Tome and Principe - Annual Supplement 1980 Economist Intelli- 


gence, Ltd. 


Situacao Economica, April 1980. 
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Rapport Sur La Cooperation Technique et Financere Externe En 
Guinee-Bissau, 1978. 


No Pintcha 1980 news articles. 


Interviews with UNDP, Secretariat of Fisheries and Ministry of 
Industry and Commerce personnel. 
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TABLE I 


1979 Budget Estimates 
(Dollars in millions) 


Revenue 

Recurrent Expenditure 
Current Account Deficit 
Investment Expenditure 
Overall Deficit 


Recurrent Expenditure Estimates (1979) 
(Dollars in millions) 


Armed Forces 

Finance 

Rural Development 

Interior 

Health and Social Affairs 

Public Works, Construction, and Urban Affairs 
National Education 

Total, Including Others 


Investment Budget Estimates (1979) 
(Dollars in millions) 


Rural Development 

Fisheries 

Natural Resources 

Commerce, Industry, and Crafts 
Public Works, Construction, and Urban Affairs 
National Institute of Energy 
Transport and Tourism 

Post and Telecommunications 
National Education 

Finance 

Public and Mixed Firms 

Total, Including Others 


Source: No Pintcha 
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